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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  conducted  a  limited  scope  performance  audit  to  determine  if  consolidation 
of  department  print  shops  with  the  Publications  and  Graphics  Bureau,  Department 
of  Administration  is  feasible  and  cost  effective.  The  report  provides  information 
regarding  the  ability  of  these  shops  to  provide  duplicating  services  to  their 
departments  in  a  timely  and  cost  effective  manner. 

We  wish  to  express  our  appreciation  to  the  staff  of  the  Department  of 
Administration  and  the  various  print  shops  at  the  Departments  of  Highways;  Fish, 
Wildlife,  and  Parks;  Labor  and  Industry;  and  Justice  for  their  cooperation  and 
assistance. 

Respectfully  submitted. 


KeMjecttuiiy  suomittea, 

Scott  A.  Seacat  ^-^  ^^^ 
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MANAGEMENT  MEMORANDUMS 

Entrance  and  exit  conferences  were  held  to  inform  departments  of  our 
procedures  and  results.  Interim  audit  communications  were  sent  to  the  four 
department  shops  to  note  weaknesses  relating  to  management  information.  We  found 
actual  overall  costs  and  costs  associated  with  various  sized  jobs  were  sometimes 
difficult  to  determine  at  the  department  shops.  We  found  no  allowance  for 
diminishing  costs  for  larger  jobs  and  all  expenditures  were  not  recorded  directly  to 
shops  operations. 

At  P  &  G,  the  reduction  in  costs  for  larger  jobs  were  evident  due  to  its  larger 
capacity  equipment.  The  larger  presses  at  P  &  G  allowed  it  to  run  multiple 
impressions  with  one  pass  through  the  press.  We  believe  the  four  department  shops 
could  benefit  from  additional  management  information  to  better  track  their  costs  in 
this  area.  This  would  allow  the  shops  to  determine  if  they  are  cost  effective  for  jobs 
of  all  sizes  or  if  P  &  G  should  be  utilized. 

A  management  memo  was  sent  to  the  Publications  and  Graphics  Bureau  to 
suggest  additional  guidelines  for  its  services.  The  bureau  could  clarify  for  state 
agencies  its  advertised  rate  schedule  and  establish  time  guidelines  for  special  services. 
These  changes  would  help  reduce  agency  misunderstandings  of  rates  and  time 
schedules. 


CHAPTER  II 

BACKGROUND 

This  chapter  provides  an  overview  of  duplicating  operations  at  the  department 
shops  and  the  Publications  and  Graphics  Bureau.  The  type  of  services  provided,  the 
number  of  staff,  and  funding  levels  at  each  location  are  outlined.  The  four 
department  shops  are  administered  by  each  of  their  respective  departments:  Labor 
and  Industry;  Fish,  Wildlife,  and  Parks;  Highways;  and  Justice.  These  shops  are 
basically  duplicating  centers  for  their  own  departments.  Other  state  agency 
duplicating  and  printing  is  done  centrally  at  the  Publications  and  Graphics  Bureau 
or  by  private  printers.  The  Publications  and  Graphics  Bureau  of  the  Department  of 
Administration  provides  various  duplicating  and  printing  services. 

TYPES  OF  SERVICES 

Overall,  the  department  shops  provide  similar  services.  The  primary  service 
provided  is  duplicating  which  is  the  process  of  creating  multiple  reproductions  of  an 
original  document.  Duplicating  workload  is  determined  by  the  number  of 
"impressions."  There  can  be  two  impressions  per  sheet  of  paper  if  both  sides  of  the 
paper  are  printed.  Other  common  services  provided  are  collating,  jogging,  and 
bindery.  Collating  is  the  process  of  putting  sheets  or  documents  in  the  correct  order 
after  printing  or  duplicating  is  completed.  Aligning  the  edges  of  stacked  documents 
is  the  process  of  jogging.  Bindery  services  are  standard  procedures  for  fastening 
pages  into  reports  or  pamphlets.  The  department  shops  primarily  use  staples  for 
their  bindery  services. 

These  services  are  accomplished  by  using  several  types  of  equipment.  There 
are  duplicating  presses,  automatic  collators,  automatic  joggers,  and  stitchers.  Each 
shop  has  at  least  two  duplicating  presses.  Most  presses  were  designed  to  create  one 
impression  each  time  a  sheet  of  paper  passes  through  the  press.  The  Publications 
and  Graphics  Bureau  has  duplicating  presses  which  can  generate  two  or  four 
impressions  as  each  sheet  passes  through  the  press.  This  decreases  the  amount  of  time 
and  cost  needed  for  completing  larger  duplicating  jobs. 

Some  shops  provide  additional  services.  The  Department  of  Highways'  shop 
provides  blueprint  and  photographic  services.  The  Department  of  Labor  and  Industry 
has  several  computer  software  programs  for  creating  new  forms  and  designs.  These 
additional  services  were  added  to  assist  the  shops  in  meeting  their  department  needs. 
These  type  of  services  are  not  offered  by  all  departments.  The  ability  to  specialize 
shop  services  to  meet  department  needs  is  the  primary  reason  these  departments  have 


separate  duplicating  operations.  The  departments  have  convenient  and  responsive 
operations  for  their  duplicating  needs. 

Department  print  shops  send  jobs  which  require  special  services  such  as 
graphic  arts,  typesetting,  or  photographs  to  the  Publications  and  Graphics  Bureau. 
P  &  G  offers  more  extensive  services  and  has  the  capacity  to  do  larger,  more  complex 
jobs.  For  example,  the  Department  of  Justice,  despite  having  its  own  duplicating 
service,  requested  approximately  1  million  impressions  from  P  &  G  in  fiscal  year 
1987-88. 

Other  standard  services  offered  by  P  &  G  include  duplicating,  collating,  and 
bindery.  The  bureau  is  able  to  offer  services  at  three  locations,  the  main  shop  and 
the  quick  copy  centers  at  the  Social  and  Rehabilitation  Services  (SRS)  building  and 
the  Capitol  building.  The  operations  in  the  SRS  building  and  the  Capitol  are 
primarily  responsible  for  relatively  quick,  smaller  duplicating  jobs.  During  this 
review,  we  evaluated  only  duplicating  costs  and  workload  at  the  P  &  G  bureau. 

P  &  G  is  also  responsible  for  determining  if  the  requested  services  can  be 
completed  by  its  operation  or  if  it  should  contract  with  private  printers.  P  &  G 
expenditures  for  private  printing  in  fiscal  year  1987-88  were  approximately 
$2.5  million.  Total  P  &  G  expenditures  in  fiscal  year  1987-88  were  $3,827,720.  Jobs 
are  sent  to  private  printers  when  P  &  G  determines  it  is  not  cost  effective  for  it  to 
perform  the  work.  Examples  of  the  types  of  jobs  sent  to  private  printers  include 
continuous  feed  forms,  checks,  hard  bound  books,  envelopes,  and  long  run  or  multi- 
colored jobs. 

FUNDING  METHODS 

Budgeting  and  funding  methods  vary  between  the  departments.  For  example, 
the  Departments  of  Labor  and  Industry  and  Justice  allocate  their  expenditures  to  the 
various  user  divisions.  The  percentage  of  expenditures  allocated  is  based  on  the 
amount  of  workload  requested  by  those  divisions  in  the  past  year.  The  shops  at  the 
Departments  of  Fish,  Wildlife,  and  Parks,  Highways,  and  the  Publications  and 
Graphics  Bureau  have  developed  rates  for  services  provided  and  recover  costs  through 
user  charges. 

STAFFING  LEVELS 

Staffing  levels  at  the  departments  and  bureau  vary  in  size  from  one  to 
fourteen  full-time  equivalent  employees  (FTE).  The  Department  of  Justice  has  two 
employees  who  split  their  time  between  other  duties  and  duplicating  services.  The 
net  result  is  one  full-time  employee  devoted  to  the  duplicating  operation.  Shop  duties 


at  the  Department  of  Labor  and  Industry  are  performed  by  2.55  FTE  while  the  Fish, 
Wildlife,  and  Parks'  shop  has  two  FTE.  The  Department  of  Highways'  shop  employs 
approximately  three  personnel  for  duplicating  services.  The  Publications  and 
Graphics  Bureau  devotes  14  FTE  to  duplicating  services.  During  the  legislative 
session,  P  &  G  hires  an  additional  12  temporary  employees  to  help  with  the  extra 
workload. 


CHAPTER  III 

FEASIBILITY  OF  CONSOLIDATION 

This  chapter  outlines  the  criteria  and  procedures  used  for  our  consolidation 
review.  We  examined  each  shop  separately  and  then  compared  our  findings  to  similar 
areas  within  the  Publications  and  Graphics  Bureau.  To  determine  if  consolidation 
was  practical  we  reviewed  four  areas.  We  tested  the  timeliness  and  quality  of  the 
internal  services  provided.  We  examined  resource  (staff  and  equipment)  utilization 
at  each  shop.  We  then  compared  the  type  and  amounts  of  expenditures  recorded  and 
rates  charged. 

TIMELINESS  OF  SERVICES  PROVIDED 

The  timeliness  of  services  at  each  shop  and  P  &  G  appeared  adequate.  We 
identified  no  concerns.  At  the  Departments  of  Labor  and  Industry  72  percent  of  the 
requisitions  reviewed  were  completed  by  the  next  day.  At  the  Department  of 
Highways  shop  61  percent  of  153  requisitions  we  reviewed  were  completed  within 
one  day.  Due  to  the  lack  of  documentation,  we  could  not  specifically  review  the 
timeliness  of  job  orders  at  the  Departments  of  Justice  and  Fish,  Wildlil'e,  and  Parks. 
However,  interviews  with  users  of  shop  services  indicated  timeliness  was  adequate  at 
these  two  departments. 

In  reviewing  timeliness  of  services  at  P  &  G  we  found  the  average  turn 
around  time  at  P  &  G  for  a  sample  of  requisitions  was  2.5  days,  with  28  percent 
completed  the  same  day.  The  bureau  must  weigh  all  printing  and  workload  priorities 
rather  than  just  one  department's  duplicating  needs.  In  addition,  the  type  of  services 
requested  from  P  &  G  usually  require  a  longer  turn  around  time  because  they  require 
more  complex  services. 

QUALITY  OF  DUPLICATING  SERVICES 

To  determine  the  quality  of  services,  we  reviewed  samples  of  completed  jobs 
at  each  shop  and  P  &  G.  We  reviewed  copies  of  manuals,  letters,  pamphlets,  and 
rules  which  were  generated  by  the  various  shops.  We  examined  the  actual  masters 
(both  metal  and  paper)  used  for  the  various  jobs.  The  quality  of  the  final  product 
varies  based  on  the  quality  of  the  original  document.  We  interviewed  a  sample  of 
users  for  each  location  to  note  any  possible  problems  areas. 

We  found  users  were  generally  satisfied  with  the  completed  work.  No 
concerns  were  noted.    Impressions  generally  were  the  same  quality  as  the  original 


documents.  Based  on  this  review  we  believe  the  quality  of  work  at  each  shop, 
including  the  Publications  and  Graphics  Bureau,  is  comparable. 

UTILIZATION  OF  RESOURCES 

We  tested  the  utilization  of  resources  (staff  and  equipment)  at  each  shop  to 
determine  if  resources  are  adequately  utilized  and  to  note  amount  of  resources 
available. 

To  review  utilization  we  used  a  formula  used  in  the  printing  industry  to 
evaluate  the  potential  capacity  of  duplicating  presses  and  personnel.  The  capacity 
formula  can  be  expressed  in  the  following  terms: 

Rate  of  output  X  1500  hours  X  Operation  time  =  Expected  Capacity 

This  formula  provides  a  conservative  estimate  for  the  expected  amount  of  workload 
for  the  duplicating  presses.  Capacity  for  the  other  shop  equipment  was  not  evaluated 
due  to  lack  of  standards  and  workload  information.  The  duplicating  press  rate  of 
output  is  based  on  the  maximum  operation  rate  divided  in  half  to  account  for  set  up 
time,  clean  up,  and  repairs.  Work  hours  are  set  at  1500  hours  to  allow  for  vacation, 
sick,  and  holiday  time.  Operation  time  is  the  percentage  of  time  the  press  is  actually 
operated  by  shop  personnel.  In  most  shops,  especially  the  smaller  department  shops, 
staff  must  perform  all  phases  of  the  duplicating  process,  and  not  just  operate  the 
press.  Therefore  a  time  allowance  for  collating,  bindery,  etc.  must  be  made  to 
determine  the  actual  time  the  press  is  manned. 

Using  this  formula,  we  determined  the  expected  press  capacity  of  each 
department's  shop.  We  then  compared  the  expected  capacity  to  actual  recorded 
workload  figures.  Using  these  figures,  we  found  the  utilization  rate  of  the  shops 
varied  considerably.  One  shop  had  a  utilization  rate  of  90  percent  while  another  shop 
had  a  rate  of  63  percent.  These  variances  were  due  to  the  differences  in  duties 
performed  and  length  and  type  of  jobs  being  completed.  Some  shops  have  full-time 
press  operators  while  others  require  their  operators  to  perform  all  shop  duties.  Shops 
must  also  have  the  capacity  to  meet  peak  workload  periods.  We  found  two 
duplicating  presses  are  required  by  most  shops  to  meet  this  demand.  But  in  slower 
demand  periods,  the  utilization  rate  of  both  presses  will  be  lower. 

Using  the  same  capacity  formula,  we  computed  the  utilization  of  resources 
at  the  Publications  and  Graphics  Bureau.  We  found  P  &  G  utilization  is  68-69 
percent  with  an  allowance  for  fluctuations  in  staffing  and  workload  during  legislative 
session  years.  This  level  appears  to  be  reasonable  based  on  the  size  of  jobs  completed 


and  fluctuations  in  the  monthly  workloads.  We  noted  P  &  G  averages  approximately 
3  million  impressions  per  month  when  the  legislature  is  not  in  session  for  a  total  of 
approximately  36  million  during  fiscal  year  1987-88.  During  the  legislative  session 
in  1986-87,  P  &  G  increased  production  to  approximately  5.7  million  impressions  per 
month  by  adding  an  additional  12  temporary  employees  and  increasing  the  lime 
presses  are  manned. 

Based  on  our  observations  and  the  capacity  levels  of  each  shop  and  P  &  G, 
we  believe  there  is  adequate  utilization  of  duplicating  equipment  and  personnel. 

RATES  AND  EXPENDITURES 

The  rates  and  expenditures  at  each  shop  were  evaluated  to  determine  if  they 
accurately  reflect  the  total  costs  of  each  operation.  Some  shops,  such  as  those  at 
P  &  G  and  Fish,  Wildlife  and  Parks,  were  set  up  to  charge  rates  to  cover  their  actual 
duplicating  costs.  These  shops  have  systems  to  account  for  total  duplicating 
expenditures.  But  we  found  the  other  shops  do  not  record  all  expenditures  directly 
associated  with  their  operations.  These  expenditures  were  either  paid  through  other 
programs  within  the  department  or  there  was  no  direct  charge  paid  by  the  shop.  We 
estimated  figures  for  these  expenditures  in  order  to  establish  more  comparable 
information  between  the  various  operations.  We  estimated  the  Department  of  Labor 
and  Industry  shop  did  not  record  approximately  $32,000  in  expenditures  for 
equipment,  salaries,  and  supplies.  These  expenditures  were  paid  by  other  programs 
within  the  department.  The  shops  at  Highways  and  Justice  do  not  record  costs  for 
rent,  utilities,  and  administrative  overhead.  All  supply  costs  at  the  Department  of 
Justice  shop  are  incurred  by  individual  divisions  using  its  services.  We  estimated 
these  costs  for  the  shops  at  Highways  and  Justice.  The  following  chart  illustrates  the 
actual  expenditures  recorded  by  each  shop  and  our  estimates  for  the  non-recorded 
costs. 


DUPLICATING  EXPENDITURES  FOR  DEPARTMENT  SHOPS 
Fiscal  Year  1987-88 


Expenditure  Category 


PERSONNEL  SERVICES 

CONTRACTED  SERVICES 

SUPPLIES  &  MATERIALS 

COMMUNICATIONS 

TRAVEL 

RENT  &  UTILITIES 

REPAIR  &  MAINTENANCE 

OTHER 

DEPRECIATION 

GOODS  PURCHASED  FOR  RESALE 

EQUIPMENT  AND  INTANGIBLE 

ASSETS 
DEBT  SERVICE 
TOTAL  EXPENSES 


Publications 
and  Graphics* 

$348,856 
15,885 
5,962 
12,163 
951 
39,092 
85,567 
34.231 
69,902 
307.251 

0 
515 


Highways*   Justice 


Fish, 
Labor     Wildlife 
and  Industry  and  Parks 


$83,936 

2,348 

49,978 

826 

0 
7,003 
4,152 

0 
4,694 

0 

0 
0 


$22,435  **  $63,556  **  $55,950    $574,733 


372 
12,000  ** 
350  ** 
0 
3,391  ** 
1,507  ** 
0 
0 
0 

0 
0 


1,049 

67,121  ** 

498 

0 

2,628 

12,503 

4 

5,776  ** 

0 

3,265  ** 
0 


480 

27,607 

1.102 

0 

1,044 

12,825 

22 

5,770 

0 

0 
0 


20,134 
162,668 

14,939 
951 

53.158 
116,554 

34,257 

86.142 
307.251 

3,265 

515 


$920.375    $152.937    $40.055    $156.400    $104,800  $1.374.567 


Only  duplicating  costs  are  included. 
Based  on  OLA  estimates. 


Source:    Conpiled  by  the  Office  of  the  Legislative  Auditor  from  department  records 

Illustration  #1 


Our  estimated  costs  were  included  in  the  expenditures  recorded  by  the  shops 
to  generate  a  total  expenditure  amount.  We  then  used  these  expenditure  estimates  to 
establish  an  average  duplicating  cost  for  those  departments  by  dividing  the  total 
expenditure  amount  by  the  total  number  of  impressions  recorded  per  year.  Current 
workload  figures  were  not  available  at  the  Department  of  Justice.  Therefore,  we 
estimated  workload  figures  based  on  our  review.  Based  on  our  estimates,  it  appears 
the  average  duplicating  costs  for  the  departments  are  similar  or  less  than  the  average 
cost  per  impression  for  P  &  G.  The  following  chart  illustrates  the  average  cost  per 
impression  we  calculated  for  the  departments  and  P  &  G. 


AVERAGE  DUPLICATING  COSTS  PER  IMPRESSION 
Fiscal  Year  1987-88 


Print  Shop 

P&G 

Labor 
Highways 
FWP 
Justice 


Expenditures       #  of  Impressions 


$920,375 

156,400 

152,937 

104,800 

40,055 


36,040,079 
8,322,619 
6,228,577 
4,176,500 

♦2,000,000 


Average  Cost 

Per 
Impression 

$.026 
.019 
.025 
.025 
.020 


♦Figure  adjusted  based  on  Office  of  the  Legislative  Auditor  review 

Source:         Compiled  by  the  Office  of  the  Legislative  Auditor 
from  department  records 

Illustration  #2 


CONCLUSION 

Based  on  the  available  information  there  does  not  appear  to  be  an  economic 
benefit  to  consolidating  department  shop  operations  with  the  Publications  and 
Graphics  Bureau.  We  found  the  shops  meet  the  departments'  printing  needs  in  a 
timely  manner  with  quality  services.  Although  similar  duplicating  services  are 
offered  at  each  location,  we  noted  most  resources  are  adequately  utilized.  We 
evaluated  the  potential  effect  on  P  &  G  of  absorbing  the  workload  of  the  department 
shops.  We  determined  additional  resources  would  be  required  by  P  &  G  if  the 
departments'  workload  was  absorbed  internally.  This  additional  workload  would 
require  approximately  the  same  level  of  staff  as  now  exists  at  department  shops. 
Average  costs  per  impression  at  the  department  shops  are  similar  or  less  than  the 
average  costs  at  P  &  G.  Therefore,  there  does  not  appear  to  be  any  overall  benefit 
in  consolidating  the  shop  operations  with  P&G. 
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AGENCY  RESPONSE 


DEPARTMENT  OF  ADMINISTRATION 

DIRECTOR'S  OFFICE 


STAN  STEPHENS,  GOVERNOR 


MITCHELL  BUILDING 


STATE  OF  [WDNTANA- 


(406)444  2032  HELENA.  MONTANA  59620 


March   24,    1989 


RECEIVED 


Scott  Seacat  ^.^.m  o  ^  ^ofiQ 

Legislative  Auditor  •'  '^  ^''  *^' 

Office  of  the  Legislative  Auditor  »^-».'W  1- i^i-^iiVB  Auiillflf 

State   Capitol  )\»«i-.;.u  s. ;:,.'-« 

Helena,  MT   59620 

Dear  Scott: 

We  appreciate  the  opportunity  to  respond  to  your  performance 
audit  of  department  print  shops.  Your  staff  approached  this 
audit  in  a  very  professional  manner  and  had  a  difficult  task  to 
perform  based  on  the  information  available. 

We  are  satisfied  with  the  audit  conclusion;  however,  we  do  have 
some  concern  regarding  the  criteria  used.  The  auditors  based 
their  conclusion  not  to  recommend  consolidation  of  Helena-based 
duplicating  shops  primarily  upon  the  average  cost  per  impression 
at  each  shop  and  P&G.  This  approach  would  have  merit  for 
comparison  purposes,  assuming  that  all  factors,  such  as  product 
mix  or  paper  stock,  utilized  at  the  various  shops  were  equal  or 
similar.  We  believe  this  is  not  the  case  and,  therefore, 
question  the  comparison  of  average  costs  per  impression  between 
the  department  shops  and  P&G  as  a  whole. 

In  calculating  the  average  cost  per  impression,  utilizing  all 
costs,  including  paper,  increased  cost  per  impression  figures  may 
be  directly  associated  with  the  type  of  paper  stock  used.  For 
example,  carbonless  paper,  cover  stock,  self-adhesive  label 
stock,  etc.,  are  considerably  more  expensive  than  bond  papers. 
Our  main  duplicating  shop  at  P&G  provides  a  large  proportion  of 
finished  products  on  the  more  expensive  paper  stocks,  which 
results  in  higher  per  impression  costs. 

Also,  the  finishing  or  bindery  facilities  at  P&G's  main  shop  are 
more  extensive  than  at  the  department  shops.  Much  of  our  work 
requires  extensive  bindery,  which  increases  our  average  cost  per 
impression  when  comparing  us  to  the  department  shops.  Bindery 
services  and  the  associated  costs  incurred  do  not  increase  the 
number  of  impressions  produced  but  do  increase  the  total  costs. 
For  example,  perfect  binding  and  folding  are  services  that  do  not 
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result  in  produced  impressions  but  do  add  to  costs  of  producing 
the  finished  product. 

Generally,  PSeG's  main  duplicating  shop  provides  a  more  complex 
product  mix  than  the  department  shops .  However ,  our  Quick  Copy 
Centers  at  SRS  and  the  Capitol  are  comparable  to  the  department 
shops  because  the  product  mix  is  similar.  At  our  Quick  Copy 
Centers,  our  average  cost  per  impression  is  2.2  cents.  This  is 
considerably  less  than  the  total  P&G  average  of  2.6  cents  and  is 
more  comparable  to  the  department  shops . 

The  auditor  concluded  that  if  consolidation  were  to  occur,  "the 
additional  work  load  would  require  approximately  the  same  level 
of  staff  as  now  exists  at  department  shops."  This  is  one  option 
to  handle  the  work  load.  Other  options  are  available,  including 
serious  consideration  in  putting  more  work  out  to  the  private 
sector. 

Sincerely, 


Tiave   Ashley 
Acting  Director 


cc:   Marvin  Eicholtz 


^liiai^taM^'Departn^eqt 


Helena,  Mt   59620 
March  16,  1989 

Jim  Pellegrini,  Deputy  Legislative  Auditor  '  ■ 

Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Mt   59620 

Dear  Mr.  Pellegrini: 

We  have  reviewed  the  report  relating  to  the  audit  of  department 
print  shops.  We  concur  with  the  results  of  the  audit.  The  audit  was 
conducted  in  a  professional  and  thorough  manner  and  we  feel  the 
results  are  accurate  and  reasonable. 

We  appreciate  the  effort  you  and  your  staff  put  into  this  report. 

Sincerely, 

Ron  Marcoux,  Interim  Director 


